Sullivan Mining Group Ltd. 
East Sullivan Mines Limited © 


To the shareholders, 


The Boards of Directors hereby submit the comparative 
semi-annual combined report as at the end of February 1972. 


Notwithstanding an additional loss of $146,175 due to the 
employees’ strike and the plant shut down at Nigadoo River 
Mines Limited, the net combined earnings are $916,907 
compared to $801,803 for the same period in 1971. However, 
this amount includes a non-recurring income of $267,855 
from the sales of investments and fixed assets compared 
to $79,960 for the similar period in 1971. Due to fluctuating 
prices of copper and lead, metals produced during the 6 
months ended February 29, 1972 have been recorded at 
lower prices than what the actual prices were at that date. 
We are referring you to the notes shown in the financial 
statements. 


We are confident, more than ever, that the mining oper- 
ations will resume at the Quebec Lithium plant in the near 
future. Now, the market conditions of the lithium products 
seem to be more favourable. 


Your companies have just negociated an agreement which 
would expand their exploration activities to Mexico. The 
optioned property for prospection and exploration comprises 
an area of 7 to 8 square miles located at approximately 70 
miles west-northwesterly of Mexico City, Mexico. According 
to the companies’ geologists, this mining camp, a former 
important gold and silver producer, deserves a serious 
examination before initiating future exploration and develop- 
ment programs. 


On behalf of the boards of directors, 


EAST SULLIVAN MINES LIMITED (N.P.L.) 
SULLIVAN MINING GROUP LTD. 


J. Jacques Beauchemin, 
President 


Montreal, April 20, 1972 


EAST SULLIVAN MINES LIMITED and its subsidiary SULLIVAN MINING GROUP LTD. 


COMBINED BALANCE SHEET 
(SUBJECT TO YEAR END AUDIT) 


ASSETS 


$ 9,911,627 
7,910,805 
8,096,952 

16,175,067 


February 28 
1971 


$ 9,993,588 
6,608,782 
8,708,738 

14,891,993 


$42,094,451 


LIABILITIES 


Current $ 760,946 


Minority interests in 
subsidiary 


Interest of the outside 
shareholders : 


Sullivan Mining Group Ltd. 23,267,502 
East Sullivan Mines Limited 18,066,003 
$42,094,451 


$40,203,101 


$ 985,940 


9,110 


22,067,865 
17,140,186 


$40,203,101 


COMBINED STATEMENT OF OPERATIONS 
(SUBJECT TO YEAR END AUDIT) 


February 29 February 28 
1972 1971 
Net Production" $ 4,117,976 $ 4,751,205 
Operating cost 2,638,540 3,236,846 


Operating profit 1,479,436 1,514,359 

Depreciation and amortization 1,023,755 1,088,389 

Operating profit after depreciation 

and amortization 455,681 425,970 
616,794 403,719 


1,072,475 829,689 
Provision for taxes and other 
expenses 171,307 63,620 


901,168 766,069 


ADD : 


Portion of loss of a subsidiary com- 
pany applicable to minority interests 15,739 35,734 


Net combined earnings 916,907 801,803 


Interest of the outside shareholders 
in the above earnings: 
3,725,000 shares of 
Sullivan Mining Group Ltd. ........ 516,821 451,687 


2,846,032 shares of 
East Sullivan Mines Limited 400,086 350,116 


6,571,032 shares 916,907 $ 801,803 


Net effective earnings per share 
held by the outside shareholders .... $ 0.14 0.12 


NOTES 


The comparative Combined Statements of Operations for the six months 
ended February 29 result from the Combination of the Net Earnings of : 


East Sullivan Mines Limited, Sullivan Mining Group Ltd., D'Estrie Mining 
Company Ltd., Weedon Mines Ltd. and Nigadoo River Mines Limited. 


* Metals produced during the 1st half-year have been recorded before cost of 
realization at the following prices : 


February 29 February 28 
1972 1971 


0.50 Ib. $ 0.50 Ib. 
0.17 Ib. 0.14 Ib. 
0.144 Ib. 0.123 Ib. 
2.25 Ib. 2.25 Ib. 
3.50 Ib. 6.00 Ib. 

38.80 oz. 

1.62 oz. 


COMBINED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


(SUBJECT TO YEAR END AUDIT) 
February 29 February 28 
1972 1971 


WORKING CAPITAL 
at beginning of year $ 9,469,436 $12,659,761 


SOURCE OF FUNDS: 


Net combined earnings for the 
916,907 801,803 


Depreciation and amortization 1,023,755 1,088,389 


Prior years’ income tax adjust- 
(443) 14,374 


1,940,219 1,904,566 


APPLICATION OF FUNDS: 


Dividends paid to outside share- 
holders — 1,642,764 


Outside exploration 184,535 223,377 
Pre-production expenditures 1,309,000 2,370,021 
Additions to fixed assets 31,499 273,421 


Investments and advances to 
subsidiary and affiliated com- 
720,652 1,015,718 


Minority interests’ share of the 
loss of a consolidated sub- 
sidiary 35,734 


Miscellaneous (2,451) (4,356) 
2,258,974 5,556,679 
Decrease in working capital .... 318,755 3,652,113 


WORKING CAPITAL, end of 
$ 9,150,681 $ 9,007,648 


The comparative Combined Statements of Source and Application of 
Funds, as at the end of February, result from the Combination of : 


East Sullivan Mines Limited, Sullivan Mining Group Ltd., D’Estrie 
Mining Company Ltd., Weedon Mines Ltd. and Nigadoo River Mines 
Limited. 


Rapport 
intérimaire 
combiné 

pour les six mois 
terminés 

le 29 Février 


1972 


EAST SULLIVAN MINES LIMITED 
GROUPE MINIER SULLIVAN LTEE 


2500 — 500 Place d’Armes, Montréal 126, Qué. 


Aux actionnaires, 


Nous sommes heureux de vous transmettre le rapport 
semestriel comparatif pour la période se terminant le 29 
février 1972. 


Nonobstant une perte additionnelle de $146,175 résultant 
de la gréve des employés et de la fermeture de la mine de 
Nigadoo River Mines Limited, les bénéfices nets combinés 
ont été de $916,907 comparativement a $801,803 durant la 
méme période de l'année précédente. Ces résultats com- 
prennent un montant de $267,855 provenant de la vente de 
placements et d’actifs immobilisés comparativement a 
$79,960 pour les six mois terminés le 28 février 1971. La 
valeur de la production est cependant calculée a des prix 
inférieurs 4 ceux prévalant sur les marchés actuels; comme 
vous pourrez vous-mémes le constater dans les notes appa- 
raissant aux états financiers. 


Nous sommes confiants, plus que jamais, que la reprise 
des opérations de Quebec Lithium Corporation se fera dans 
un avenir prochain. Les marchés actuels des produits de 
lithium semblent favoriser cette reprise. Les programmes 
d’exploration pour l'année en cours se sont poursuivis, 
malgré un certain ralentissement depuis le début du prin- 
temps. Les activités reprendront leur cours a un rythme 
accéléré avec le retour de la belle saison. 


Enfin, votre compagnie vient de négocier une convention 
en vertu de laquelle elle agrandit son champ d'action 
jusqu’au Mexique. La propriété acquise par option pour fin 
d'exploration comprend une superficie de 7 a 8 milles 
carrés, située a environ 70 milles ouest nord ouest de la 
ville de Mexico, Mexique. Ancien producteur important d'or 
et d'argent, cet ancien camp minier, de l’avis de nos géo- 
logues, mérite tout d’abord un examen sérieux afin de dé- 
terminer l’approche des travaux futurs d’exploration et de 
développement, s'il y a lieu. 


Au nom des Conseils d'Administration, 


EAST SULLIVAN MINES LIMITED (N.P.L.) 
GROUPE MINIER SULLIVAN LTEE 


Le président, 
J. Jacques Beauchemin 


Montréal, le 20 avril 1972 


ETAT COMBINE DU BILAN 


EAST SULLIVAN MINES LIMITED et sa filiale GROUPE MINIER SULLIVAN LTEE 


(SUJET A VERIFICATION DE FIN D'ANNEE) 


ACTIF 


Disponibilit6s: -2.c...ccsescsscscecctraseene 
Placements, au coitant ............ 
IMMODILISAtIONS <.5:.-.crveccenssesseseveree 


AGtreS) |ACtifS® .ccsetaacanin etn 


PASSIF 


EXIGIDUt6sierpes totter creetetractsesrere> 


Intéréts minoritaires dans une 
filfele Rs AeA a ccstetaelastecasseetears-hessee 


Intéréts des actionnaires 
extérieurs : 


Groupe Minier Sullivan Ltée 


East Sullivan Mines Limited 


29 février 28 février 
1972 1971 

$ 9,911,627 $ 9,993,588 
7,910,805 6,608,782 
8,096,952 8,708,738 
16,175,067 14,891,993 
$42,094,451 $40,203,101 
$ 760,946 $ 985,940 
_ 9,110 
23,267,502 22,067,865 
18,066,003 17,140,186 
$42,094,451 $40,203,101 


ETAT COMBINE DES OPERATIONS 
(SUJET A VERIFICATION DE FIN D'ANNEE) 


29 février 28 février 
1972 1971 
Production Nette™ .....cccecccscsssescnseseeesees $ 4,117,976 $ 4,751,205 
Codt d’opErations. ..........cccesvsscereccsssene 2,638,540 3,236,846 
Profit: d’opGrations: sncstsmstescinesctes 1,479,436 1,514,359 
Dépréciation et amortissement ...... 1,023,755 1,088,389 
Profit d'opérations aprés 
dépréciation et amortissement ...... 455,681 425,970 
Revenus de placements et autres 
FOVQMUS Slice ctecccaceceseed -cessacenptsnce eoeeere 616,794 403,719 
1,072,475 829,689 
Provision pour impéts et autres 
dépenSes? ..ccscBemcnsse apiece eevee oa 171,307 63,620 
901,168 766,069 
AJOUTER 
Partie de la perte d'une compagnie 
subsidiaire attribuable aux intéréts 
MINDitalies iz Aiecccsesstettesecast ess cancdscehres 15,739 35,734 
Bénéfices nets combin6s .........-...... $ 916,907 $ 801,803 
Intéréts des actionnaires extérieurs 
dans les bénéfices ci-haut : 
3,725,000 actions 
Groupe Minier Sullivan Ltée ........ $ 516,821 $ 451,687 
2,846,032 actions 
East Sullivan Mines Limited ........ 400,086 350,116 
6,571,032 actions $ 916,907 $ 801,803 
Bénéfices nets effectifs par action 
détenue par les actionnaires exté- 
FIOUIS! i Bekea tak Ue aE hae eta gheaeaneet $ 0.14 $ 0.12 


NOTES 


Les états combinés comparatifs des opérations, pour la période terminée 

le 29 février, résultent d’une combinaison des bénéfices des compagnies 

Suivantes : 

East Sullivan Mines Limited, Groupe Minier Sullivan Ltée, Société Miniére 

d'Estrie Ltée, Société Miniére Weedon Ltée et Nigadoo River Mines Limited. 

* La production des métaux pour le ter semestre a été comptabilisée aux 
livres avant le cot de réalisation aux prix suivants : 


29 février 28 février 

1972 1971 
CUVEE & ja ccciinsdoctoecinstlineettaantenisteeee tessrdtcasaye $ 0.50 Ib, $ 0.50 Ib. 
ZUMC! re asaszscsicenprleadise cere eAT aaenn er enecs fred 0.17 Ib. 0.14 Ib. 
PLOMD i. oiuscs0s0-ts heen een amet eee fae 0.143 Ib. 0.12% Ib. 
Gadimiurn eats. sictaccoteetonreriteorttasncen tae 2.25 Ib. 2.25 |b. 
Bismuth. c..cosecaccteys bene tecb Mtpeacvapeaettcncare 3.50 Ib. 6.00 Ib. 
OP Aastha Ruste cacag Spasteacanetat 47.00 oz. 38.80 oz. 

1.55 oz. 1.62 oz. 


ETAT COMBINE DE LA SOURCE ET 
DE L’EMPLO!I DES FONDS 
(SUJET A VERIFICATION DE FIN D'ANNEE) 


29 février 28 février 
1972 1971 


FONDS DE ROULEMENT 
au début de la période ........ $ 9,469,436 $12,659,761 


SOURCE DES FONDS: 


Bénéfices nets combinés de 


LOXEFCICE easel ssc cceorassctassesroeeree 916,907 801,803 
Dépréciation et amortissement 1,023,755 1,088,389 
Ajustement d'imp6t des années 

ANTAHISUTOS wascenseeniec cet s corte (443) 14,374 


1,940,219 1,904,566 


EMPLOI! DES FONDS : 


Dividendes payés aux actionnai- 


PES POXTOTIOUES totin scctavgucerctcensvout — 1,642,764 
Exploration extérieure 184,535 223,377 
Dépenses préliminaires a la 

PEOCUGE ON tates cats. cossces cts os> 1,309,000 2,370,021 
Additions des immobilisations 31,499 273,421 
Acquisitions d'actions et de dé- 

bentures et avances a des 

MIA ESA. eereee eee oeata sus sadchavenyeseee 720,652 1,015,718 
Part des intéréts minoritaires 

dans la perte d'une filiale 

GONSONAEESH Hicicaterssesvesccesdivasevers 15,739 35,734 
DY VON ES Beccret tn ciacieececitiherscvsssvapeene (2,451) (4,356) 


2,258,974 5,556,679 


Diminution du fonds de roule- 


318,755 3,652,113 


FONDS DE ROULEMENT 
a la fin de la période ........ $ 9,150,681 


$ 9,007,648 


Les états combinés comparatifs de la source et de |'emploi des fonds 
a la fin de février résultent d'une combinaison des compagnies 
suivantes : 


East Sullivan Mines Limited, Groupe Minier Sullivan Ltée, Société 
Miniére d’Estrie Ltée, Société Miniére Weedon Ltée et Nigadoo River 
Mines Limited. 


Combined 
Interim 
Report 


for the six months 
ended 

February 29 

1972 


EAST SULLIVAN MINES LIMITED 
SULLIVAN MINING GROUP LTD. 


2500 — 500 Place d’Armes, Montreal 126, Que. 
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Les actionnaires qui 
préféreraient recevoir ce rapport 
en francais sont priés 

de communiquer avec le 
secrétaire de la compagnie. 


HIGHLIGHTS 


Sullivan Mining Group 
Ltd. 


and 


East Sullivan Mines 
Limited 


1972 1971 1970 


(in thousands) 


For the year 


Productions crest aan nt eee $12,571 $17,333 $20,476 
Net. BarminGSare cr eee roiies ection 1,603 2,180 5,603 
Net Earnings per share ...............ccccee 0.24¢ 0.33¢ 0.85¢ 
Net Dividends Paldieus.c..1.24..0 ere — 1,643 3,286 
Exploration and research .............:.ccccceee 834 1,296 2,002 


(for new mines) 


Capital: Expenditures: %.0...;...iecscccaneve 1,794 4,531 5,558 
(development of new mines) 


Depreciation and amortization ................ 1,782 2552 LGtz 


At end of year 


Working Gapital a ee cs. ateccn hee 10,383 9,469 12,660 


TOtal “ASSetsic reece ee 42,387 41,126 41,071 


To the shareholders of 


Sullivan Mining Group Ltd. 
and 


East Sullivan Mines Limited 
(No Personal Liability) 


It is with pleasure that the directors submit the annual report of your 
companies for the fiscal year ended August 31, 1972. Included in this report 
is a summary of the financial statements of the non-consolidated 

subsidiary companies as of August 31, 1972. 


Financial Highlights 


Net combined profits earned by Sullivan Mining Group Ltd. and East Sullivan 
Mines Limited during the last fiscal year amounted to $1,602,609 or $0.243 
per share effectively in circulation. This represents a yield of approximately 
4% on shareholders’ equity. As of fiscal year-end shareholders’ equity 
in Sullivan Mining Group amounted to $6.34 per share against $6.10 
last year. The corresponding equity figures for East Sullivan Mines were 
$6.44 per share and $6.20 respectively. 


With an average copper price of $0.457 per pound realized on sales during 
the 1972 fiscal year, compared to $0.496 for the preceding period, our 
mines’ gross operating profits decreased from $1,707,218 to $1,183,253, 
notwithstanding an increase of 6% in the production of copper. Expenses 
related to closed mines, maintenance of idle properties, written-off 
outside exploration costs and a loss on disposal of fixed assets, totalling 
$669,199 contributed to a further reduction of 1972 profits. However, 
investment income for the year rose to $1,097,654 and working capital 
increased by $913,170. 


Owing to the large amounts of depreciable assets and deferred pre-milling 
expenses accumulated by your companies in previous years, no income 
taxes are due for the reported period, except an estimated amount of 
$30,000 resulting from taxable capital gains. 


Events of the Year 


Unable to reach a mutually satisfactory wage agreement at the Nigadoo 
River Mines, your management was compelled last January to suspend 
the mine’s operations for an indefinite period. An improvement in metal 
prices, especially silver, could justify the resumption of operations from 
that deposit. Ore deposits are depleting assets and in your management's 
view, should not be mined at a time when low returns result in uneconomic 
operations. 


A further extension at depth of the D’Estrie Mining Company’s copper 
deposit has been indicated recently by a diamond drill hole intersection 
below the present bottom level. The volume of production at our Cupra 
mill and at the adjacent mines located in the Eastern Townships has been 
maintained at a most satisfactory level. 


Metallurgical research and further ore exploration on the Brunswick Tin 
Mines’ property have been actively pursued during the 1972 fiscal year. 
Exploration results, particularly those obtained by the most recent diamond 
drilling, have been very encouraging. Detailed information in this respect 
is included in the exploration manager’s report (page 7). 


More than $4 million have already been expended to enhance the value 
‘of this promising property. The eventual success of bringing such an 
extensive deposit into production should have a most favourable impact 
on your companies’ future earnings. 


As to our Quebec Lithium division, further feasibility studies are presently 
under way with a view towards an eventual resumption of operations. 


A new approach to mining our Chester Mines’ copper deposit has been 
submitted to the New Brunswick Department of Fisheries and Environment 
and appears to be acceptable. Subject to certain conditions, your 
management is seriously contemplating a start on pre-production 
development work on the indicated 31/2 million tons of copper ore 

in this deposit. 


Outlook 


During the last two and a half years the world’s mining industry has 
suffered from the down-trend part of the cycle for metal prices. This was 
accompanied by the strengthening of the Canadian dollar, a fact which 
although gratifying to other sectors of the Canadian economy, had a 
detrimental effect on the financial viability of Canadian mining companies. 


We hope that a better understanding of the financial realities of the 
mining industry by Governments and labour will help this sector of the 
Canadian economy to go through the current difficult period without 
irreparable damage to the extractive industry. Your directors remain 
confident that more favourable conditions are ahead which will allow for 
appreciable expansion and growth of your companies. 


The meetings of shareholders of both companies, will be held, in Montreal, 
at Salon Lachine, Bonaventure Hotel, on Monday, November 20, 1972. 
starting at 10:00 a.m. You are cordially invited to attend. 


Your directors wish to express their appreciation to all employees, staff 
and officers, for their loyal and efficient services. 


On behalf of the boards of directors, 


Cice 


J. Jacques Beauchemin, 
President 


September 27, 1972 


Mining Operations 


We hereby submit the report on the mining operations of Sullivan Mining 
Group Ltd. and its subsidiaries for the year under review. 


Cupra Division 


A total of 123,290 tons of ore was milled, having an average grade of 
2.25% copper, 0.59% lead, 3.82% zinc, 0.013 ounce of gold and 0.99 
ounce of silver. 


The ore reserves amount to 379,000 tons with a grade of 2.37% copper, 
0.49% lead, 2.37% zinc, 0.011 ounce of gold and 0.832 ounce of silver. 
These reserves are fully developped and their stoping preparation is 
almost completed. 


D’Estrie Mining Company Ltd. 


A total of 102,027 tons of ore have been sent to the concentrator, averaging 
2.55% copper, 0.66% lead, 3.14% zinc, 0.015 ounce of gold and 1.119 
ounces of silver. Out of that total 55,926 tons came from development work. 


Proven ore reserves, are 1,071,000 tons having an average grade of 
3.21% copper, 0.67% lead, 2.14% zinc, 0.015 ounce of gold and 1.127 ounces 
of silver. With the indication obtained from drifting on the 4475 foot 
horizon, we estimate another 250,000 tons of probable reserves. 


Weedon Mines Ltd. 


A total of 184,486 tons of ore have been mined and treated, averaging 
1.66% copper, 0.83% zinc, 0.010 ounce of gold and 0.34 ounce of silver. 


Proven ore reserves amount to 114,000 tons averaging 1.96% copper 
and 0.70% zinc. Nevertheless, development is being carried out on 2200 
and 2500 foot levels and there is still possibility of finding additional ore. 


Nigadoo River Mines Limited 


From September 1 to November 21, 1971, when the company’s employees 
went on strike, the concentrator treated 72,444 tons of ore having an 
average grade of 0.27% copper, 3.23% lead, 3.29% zinc and 4.18 ounces of 
silver. On January 4, 1972, the board decided to suspend the operations 
for an indefinite period. 


At the time of suspension, the ore reserves were 1,248,000 tons having 
an average grade of 0.24% copper, 3.23% lead, 3.22% zinc and 4.04 ounces 
of silver, after deduction of lower grade ore and pillars, considered 
unrecoverable. 


General 


We wish to express our thanks to the personnel and all the employees 
of our various mining operations for their loyal services. 


September 27, 1972. 


Cupra 
Division 
Copper 5,372,179 
Lead 685,789 
Zinc 7,383,802 
Gold* 968 
Silver* 94,497 
Cadmium 40,235 
Bismuth 2,915 


Respectfully submitted, 


PCP Lom. 


Lucien C. Béliveau, Eng. 


Vice-President (Mines) 


Metals Production 


Subsidiary companies 


D’Estrie 


5,092,332 
681,283 
5,085,802 
950 
89,170 
26,199 
1,834 


Weedon 
5,991,072 


1,780,213 
1,101 
40,106 
10,245 


Nigadoo 


341,104 
3,582,180 
3,980,888 

231,300 

56,050 
13,382 


Total 1971-72 


Pounds Value 
*Ounces $ 
16,796,687 7,684,321 
4,949,252 562,779 
18,230,705 SAO al 
# 3,019 196,745 


* 455,073 659,678 
132,729 286,972 
18,131 38,803 


$12,570,869 


Total 1970-74 


Pounds 
*Ounces 


15,716,794 
16,845,906 
29,284,366 
- 3,180 
* 1,179,309 
281,168 
60,201 


Value 
$ 


7,789,386 
2,109,441 
4,870,295 
130,976 
1,868,390 
249,028 
315,694 


$17,333,210 


Review of Exploration 


Sullivan Mining Group Ltd. is actively pursuing the search and development 
of mineral deposits. During the fiscal year ended August 31, 1972, 
the Group spent a total of $840,000. on mining exploration. The bulk of these 
expenditures was devoted to the promising project of Brunswick Tin 
Mines Limited in Southwestern New Brunswick. On a smaller scale, 
work was also performed on many other projects in various areas 

of Eastern Canada. 


Expenditures on the Brunswick Tin property for the year amounted to 
$570,000. One third of this amount was spent on metallurgical research, 
while geology, diamond drilling , assaying and general expenses accounted 
for the balance. Diamond drilling for the period totalled 24,003 feet and 
more than 250,000 quantitative determinations by X-ray spectrometer 
were made in the company’s laboratory at St. Stephen, N.B. 


Metallurgical research work for this project conducted during the year 
at the Mineral Processing Division of the Department of Energy, Mines 
and Resources in Ottawa and in Brunswick Tin’s own laboratory in 
Bathurst, N.B. has further enhanced the likelihood of a profitable recovery. 
Studies of the bulk flotation and selective flotation of the sulphides 
(copper, zinc, molybdenum, bismuth, lead and arsenic) and of the fluorspar 
have progressed satisfactorily. Various methods of concentrating the 
wolframite (tungsten oxide) have also been explored. Treatment by 
hydrometallurgy of several of the possible concentrates has been tested 
in laboratory research and results obtained so far appear favourable. 


The main exploration achievement of the year was the indication of a large 
mineralized area in Brunswick Tin’s North Zone which could prove as 
important as the already defined Fire Tower Zone, half a mile to the south. 


The reserves of the Fire Tower Zone now stand at 29.5 million tons with an 
average grade of 0.20% tungsten, 0.09% molybdenum, 0.08% bismuth, 
0.04% tin, 0.07% copper, 0.35% zinc, 0.08% lead, 4% fluorspar and of 
about one ounce of indium per ton. This tonnage has been indicated by 
previous diamond drilling which also revealed the existence within this 
deposit, of two richer parts likely to contain about 5 million tons at a grade 
50% higher than the quoted averages. 


All the diamond drilling during the last fiscal period was conducted on the 
North Zone to explore a pipe-like porphyritic intrusive body similar to that 
of the Fire Tower Zone. The favourable intrusive has a length of about 
1,600 feet, varies in width between 500 and 800 feet and has a nearly 
vertical attitude. It has been partly explored to a vertical depth of 1,400 feet. 


Parts of the intrusive prophyry carry tungsten — molybdenum — bismuth 
mineralization typical of the Fire Tower Zone. Two of the mineralized areas 
within the North Zone, although not well defined, already show 
possibilities of several million tons. 


The most interesting results provided by the drilling of the North Zone 
consist of tin mineralization intersected in almost every one of the 
twenty-two holes drilled below the vertical depth of 300 feet. Many 
intersections of various lengths and grades were obtained. So far, there are 


within this zone, twenty-four intersections of thirty feet or more (up to 
70 feet), with a grade above 0.5% tin. Half of these carry between 1% and 
3% of this metal. Most of the intersections are located in the porphyritic 
intrusive, at vertical depths ranging from 300 feet to 1,200 feet. (Tin 
intersections reported by predecessors before 1967 occurred mostly in 
volcanic rocks adjacent to the intrusive). 


The presence of these high grade concentrations of tin mineralization found 
in the 1971-1972 diamond drilling campaign in the North Zone could be 
very important economically to the future of the project. Three diamond 
drills have been in operation on this zone since last June and, barring 
unforeseen difficulties, will continue to probe this area during the next few 
months in order to indicate the size and attitude of the tin and tungsten 
mineralization. 


Work is in progress also on other exploration projects and will continue 
as warranted by the merits of the properties and the results obtained. 


The Sullivan Group will also pursue its search for new ore deposits by 
examining and studying new areas and properties of interest. 


\ 


Gilles Carriére, Eng. 
Exploration Manager. 


October 3, 1972. 
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Sullivan Mining Group Ltd. 


and 


East Sullivan Mines Limited 


(No Personal Liability) 
(Incorporated under the Quebec Companies’ Act) 


ASSETS 


CURRENT ASSETS 


Cash. and: term deposits |)... as a Scieteleie a ais Pape RAN nC Aa 


Marketable securities at cost (market value: 
1972 - $1,152,198 — 1971 - $1,991,316) — (note 4) ...... Dita tat mS a 


Accounts receivable — Unconsolidated subsidiaries ...............-+++-- 
ZIRE OPMSTS oi Mee eect snes a ae eaten a ecw delN Greyiscicrn net oe ae tea 
Accrued interest receivable icc cia s iso te oie eole le tte ae ais tal etsy cessed ge) ohne ede te 


Concentrates valued at estimated net return under firm sales contracts, 
less advances ThEreOM: | sells ccuratere! Pelein Apion ler walleta gate ialbtsenelelaretiavatie le eirlia« 


Mining and milling supplies : 
Valued at average: COStiG hye ak eo Mela ewhle anyt mis miete slenaie a acla oye mieten ses 
Valued at possible amount of realization ............--+.+- sees ees on 


Prepaid: EXpenSes a. i 2a a a alelelela wciahs nin ainrsieie ne aiaie EONees alsye a ies 
Recoverable income taxes and prepayments ........-..--se esse erence eee 


INVESTMENTS AT COST AND LOANS AND ADVANCES 
(Annex! 1) =) (mote 2) aaa pe ieee setaaataisie aisha eee ny Servet ei aa 


FIXED ASSETS ==) (notes: 3/05 ‘and: Z)) see crete etek a ncdala ae aver liens 


Real’ estate sat COST i Sa asia ian a tetey altar eviemgieaie 6 Nsilacala Masa) 


Land, buildings, plant and equipment at cost less accumulated 
depreciation — (1972 - $7,688,602 — ASA VSL AZ Eane iia eae ect) cae retells 


Mining properties, claims and concessions at COSt ....-....--+++++++++5- 


OTHER ASSETS AT COST, less amount written off (notes 3, 5, 7 and 8) 


Deferred development and pre-production expenditures ...............-. 
Outside exploration expenditures ........-.. 5. eee e eee teen eee ees 
Other deferred expenses ........ 0. e ec enn t ere eee e tenet e nee eeaes 


Approved on behalf of the Boards of Directors : 


J. JACQUES BEAUCHEMIN 
LUCIEN C. BELIVEAU 


August 31, 
1972 


$ 3,610,019 


1,154,130 
119,373 
54,985 
14,343 


4,508,291 


1,030,883 
191,909 
61,188 
34,239 


10,779,360 


8,400,319 


111,175 


7,102,659 
354,255 


7,565,089 


14,799,218 
838,103 
5,332 


15,642,653 
$42,387,421 


The accompanying notes are part of the financial statements. 


August 31, 


1971 


$ 4,529,767 


1,777,765 
62,236 
60,789 
13,636 


2,392,397 


1,009,293 
195,761 
60,214 
60,442 


10,162,300 


7,192,604 


111,175 


7,894,825 
351,299 


8,357,255 


14,414,028 
992,792 
6,665 


15,413,485 
$41,125,644 


COMBINED BALANCE SHEET 


As at August 31, 1972 
(With corresponding figures as at August 31, 1971) 


LIABILITIES 


CURRENT LIABILITIES 


Accounts payable — others 
Wages payable 


INTEREST OF OUTSIDE SHAREHOLDERS 


Sullivan Mining Group Ltd. 


CAPITAL STOCK : 


Authorized — 10,000,000 shares without par value 
Issued and fully paid: 


BA00 ODOR SHarea gre race ane me ey ae mame etna ras Cali clic Maehausl pcchala Eye 
Less : 4,675,000 shares held by East Sullivan Mines Limited .............. 
3,725,000 shares held by the outside shareholders ............... 
CoOmpINed | CONMDUTOG! SUBONES ince trek caucgenmie ee Tun. TNS MN Ea ie 
Combined retained earnings — statement 3 ............... 0. cece ee eee 
Interest of 3,725,000 shares held by the outside shareholders ........... 


East Sullivan Mines Limited 


CAPITAL STOCK : 
Authorized, issued and fully paid: 


4675. 000 shares: Without Dab Wallew en, ick Home sama eu. Guay A, 
Less: 1,828,968 shares held by Sullivan Mining Group Ltd. ............... 
2,846,032 shares held by the outside shareholders ............... 
Cambined coninbuted: SUPPIUS uc. aihacek Sat ereey melt mam waar nea lal Aaauah 
Combined retained earnings — Statement 3 .............. 0... e eee eee eee 
Interest of 2,846,032 shares held by the outside shareholders ............. 


The accompanying notes are part of the financial statements. 


A' aire 4h 4 @ Leicesleeytel hau al e\el's\ is) in\siie wale eye one. ip, 6) al b\\e)\e,\ehte: ee) bla. eho 'e\ lal 


A Neal aviape’sane \a* a! ce le: (eile 6) i/o) Jaimie) ie} mye le ae) (mite, feine/leue: « ela, ye tel ieyon\evevje a, @vatteyie) ie ye yu le) metaa a 


Provision for Quebec Mining duties and income taxes on capital gains ... 


August 31, 
1972 


$ 132,548 
69,384 
194,822 


396,754 


11,242,600 


6,257,042 


4,985,558 
2,074,105 
16,583,721 


23,643,384 


4,250,000 
1,662,697 


2,987,303 


426,450 


15,333,530 


18,347,283 
$42,387,421 


STATEMENT 1 


August 31, 
1971 


$ 405,178 
89,099 
198,587 


692,864 


11,242,600 


6,257,042 


4,985,558 
2,074,105 
15,700,038 


22,759,701 


4,250,000 
1,662,697 
2,087,303 
426,450 
14,659,326 
17,673,079 


$41,125,644 
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COMBINED STATEMENT OF EARNINGS 


For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 


REVENUE FROM METAL RECOVERIES — Production ..................... 
Less: Gost of ‘realization: and freight?..c.5s. sae ee ae ae eee 


DEDUCT : 
OPERATING COSTS 


Mining’; operations: ic). <i ck) Bika to ee © ea a en rere tte nee Ce rere 
General; administration <expenses:.....). 2 seus ee mene te ete ee eckson 


Depreciation and amortization of deferred development and 
pre-production expenditures — (notes 3, 5, 7 and 8) ................... 


OPERATING. PROPIT (3:2). 25. 5:2 55 ced lee yet eae aerate eee as toler naan 


DEDUCT : 
OTHER EXPENSES 


Net expenses of closed mines and idle property ....................000. 
Outside exploration expenses written off ............... 0c ce cece cece ees 
Amortization of bonds expenses of subsidiary ...............2..eee eee 
Loss: on:disposal:of ‘fixed assets ines aceeh etre ae emcee ar eta ae cate a eee 


ADD: 
OTHER INCOME 


Interest: from unconsolidated subsidianiesmararase seria ieee 
Dividends.andother: interest=——.ime tate ce ee 
Profit on sales of investments= o 22) a eet gee ucer os eo eee 


EARNINGS before income taxes and mining duties ..................... 


DEDUCT : 
Provision for capital gains tax (1971 mining duties) ..................... 


NET, EARNINGS 0 Af ec 0). ea ocatera times Stee orga alte gn seceetemmn cane” 254) nero) Oleta hone tame 


ADD : 
Minority interest’s share of loss of Nigadoo River Mines Limited for the year 


NET COMBINED EARNINGS for the year carried to Retained Earnings — 
Statement Boia iaeic tra ach ae Pete, sale gn en ee Mn oc EE ae cote ee netaeeant 


INTEREST OF THE OUTSIDE SHAREHOLDERS 

Sullivan Mining Group Ltd. — 3,725,000 shares .................000000- 

East Sullivan Mines Limited — 2,846,032 shares ....................0055 
6.571.082) shares: 2 awn ts... Sa eUeee eee 


August 31, 
1972 


$12,570,869 


4,595,741 


7,975,128 


4,707,723 
301,982 


1,782,170 
6,791,875 


1,183,253 


252,638 
373,340 
1,333 
41,888 


669,199 
514,054 


422,685 
275,949 
399,020 


1,097,654 


1,611,708 


30,000 


1,581,708 


20,901" 


$ 1,602,609 


$ 908,881 
693,728 


$1,602,609 


The accompanying notes are part of the financial statements. 


STATEMENT 2 


August 31, 
1971 


$17,333,210 
6,868,192 


10,465,018 


5,855,691 
349,821 


2,992,288 
8,757,800 


1,707,218 


107,681 
321,488 

~ 1,333 
31,823 
462,325 
1,244,893 


312,257 
274,878 
332,734 
919,869 


2,164,762 


45,000 


2,119,762 
___ 60,410 


$ 2,180,172 


$ 1,230,618 
949,554 
$ 2,180,172 


COMBINED STATEMENT OF RETAINED EARNINGS 
For the year ended August 31, 1972 


Balance, at Deginning Of VEar. t:s wane kiss Bowne ss glk bee ele ae eae 


ADD : 


Net combined earnings for the year as per statement 2 .................. 


DEDUCT : 
Adjustments of prior years’ income taxes .................. $ .. 23,821 
DAINOH EY POON Of TCETICIE Ghee chic ks Core ced dares Sans bri ee 20,901 


BEANE VAT ENE) Ob YEAR) Saairoty amen h he Clue cy Tye cle Ree ee OR 


Sullivan 
Mining 
Group 

Ltd. 


$15,700,038 


908,881 


16,608,919 


25,198 
$16,583,721 


STATEMENT 3 


East 
Sullivan 
Mines 
Limited 


$14,659,326 


693,728 
15,353,054 


19,524 
$15,333,530 


COMBINED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 


WORKING CAPITAL AT BEGINNING OF YEAR .....................00005 


SOURCE OF FUNDS 


NET COTE TOM: THE YOO hea 04s cpeitcn ale cetein Seek afore aS Mec $ 1,602,609 
Add — Items not requiring cash outlay : 
Depreciation and amortization — (notes 7 and 8) ...... 1,782,170 
Amortization of deferred expenses ...................-. ie ere 


Outside exploration written-off .....................00. 373,340 


BU CIMOUPSeMENTS OF ANOMGAGES: ~ ..01- 5 saree eae areca thei derale te ateieed satier ems ee 
Disposals of fixed assets (net of additions) ..................0.0. cae 


APPLICATION OF FUNDS 


Additions to fixed assets (net of proceeds) ................ cece cence 
Minority interest’s share of the loss of a consolidated subsidiary ........ 


Investments acquired : 


Loans and advances to subsidiaries not combined and affiliate ........... 
Purchases of shares and debentures in subsidiaries and others .......... 
Cnitside sex Oration: EXPENSES usecase eee ue ee citi ck ew n tans 
Pre-production expenses — (notes 5, 7 and 8) .............. 0. cece eens 
Por years income tax adiustment o> so22.. oe as ca iiss scien cady ese whee’ 
PR EREIGO MOS) DOIG ac.5e sae ic Ne IR! Ott ecg ss AEE esis ached bd ehnee s 


Increase in working capital, (decrease in 1971) .............. 0c cece eee 
WORKING: GAPITALVAT, END: OF YEAR: ccc. ccc chy caete ww chars bee ae 


The accompanying notes are part of the financial statements. 


August 31, 
1972 


$ 9,469,436 


3,759,452 


4,030 
418,994 


4,182,476 


20,901 


1,184,491 
27,254 
218,651 
1,794,188 
23,821 
3,269,306 
913,170 


$10,382,606 


STATEMENT 4 


August 31, 
1971 


$12,659,761 


5,055,281 
6,734 


5,062,015 


294,476 
60,410 


1,389,048 
212,871 
292,388 

4,236,684 
123,700 

1,642,763 

8,252,340 

(3,190,325) 


$ 9,469,436 
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SUBSIDIARY COMPANIES NOT CONSOLIDATED 


As at August 31, 1972 


ANNEX 1 
Courvan 
Brompton Brunswick Chester Mining Eastern Federal Millstream 
Mines Tin Mines Mines Company Explorers Metals Mines 
Ltd. Limited Limited Limited Corporation Corporation Ltd. 
Yer Gr ANtEFESt oats otc sic eevee nae 80% 78% 100% 56.09% 13.33.70 70.74% 50% 
Current assets: is. poe cee aerate $ 82). 20,387 $ 704 § 28,757 $ 48 $ 47,331 $ 4164 
investments at:COStancmoim ances — — — 411,624 —_— 26,716 _ 
Buildings and equipment .......... — 291,245 13,500 — — —_ —_ 
Deferred expenditures ............ 24,378 3,729,881 1,872,206 505,181 (Gaver 838,479 162,006 
Mining properties, licenses, rights, 
claims and concessions (see note 
EES GLOW elie RO ial an alone ai aaa 114,500 79,000 75,000 268,142 300,000 1,000,000 37,900 
$138,910 $4,120,513 $1,961,410 $1,213,704 §$ 307,205 $1,912,526 $ 203,670 
Current Liabilities : 
Affiliated company ............ — 36,718 — —- —_ = — 
Parent “companyoicae sae eee =_ 81,042 — a 37059 — — 
QENG YS ifs. ccd yeas eka ON An ae — 25,389 — — — — — 
Loans payable to parent company .. 6,750 3,560,000 — -— 3,840 — — 
Expenses to be reimbursed by the 
issue of shares of the company ... 19,653 a 1,788,003 — — 118,155 16,165 
Capital stock — Net discount ..... 112,507 417,004 173,407 1,502,585 300,006 1,794,371 75,005 
DECIR Ne eC iis 2 See nanan — cae ae (288,881) — — _— 
Capital Supple? 10s a) see aa ns or ae Dib He 112,500 
$4,120,513 $1,961,410 $1,213,704 $ 307,205 $1,912,526 $ 203,670 


$ 138,910 


NOTE A—The amounts at which these items are recorded do not purport to represent their present or future value. 


B—The total cost of the holdings and the loans and advances in the above unconsolidated subsidiaries is 


$7,719,505 (note 2). 


The accompanying notes are part of the financial statements. 


NOTES TO COMBINED FINANCIAL STATEMENTS 
As at August 31, 1972 


Note 1 


The combined financial statements include the accounts of the two main companies, Sullivan Mining Group 
Ltd. and East Sullivan Mines Limited and those of the following subsidiaries: Nigadoo River Mines Limited 
(96.11%), Weedon Mines Ltd. (100%) and d’Estrie Mining Company Ltd. (100%). The other subsidiaries are 
excluded in the combined balance sheet because they are at the exploration stage. 


Note 2 — Investments at Cost and Loans and Advances 


Market 
Cost Value 
Subsidiaries not included in the combined financial statements: (Annex 1) 
Bouman Mining Company Limited sii dye ei wee Oecdniesen ale aid Gio alatigen tales whe $ 464,664 $ 291,689 
TCT? ES 7 | sah A NaI UP OR MRR A GENTE, 213 cE 9 INTE RAN te ern IR AN 1,738,917 = 
FOAMS ANG VAG VANCESH ii cane laren chrne Maclaren a NM a LUM U Staal 51 2a Nic RENN es auc 5,515,925 aS 
7,719,506 291,689 
Affiliated company : 
SHEMARISS ein ioe: CR Hayy Ci ot aires Wu eager Canna ear eR U R MincaaN | Want ent 29,716 — 
BOON SEONG: AAVANCES iin chee Hh Cabs A UR Raced sto ewes cel IBC NC Gale DA UN 17,534 — 
Other securities : 
SHU TES Sores yan ANU aR tN et RD ago Tae C208 (eR TE a PU i MAN OO I 413,579 — 
PAGSU INDIO AE TICOMIE: DONS 655 foc asian pinks eye eto Meese ony a UNE 0 142,560 — 
Mortgage receivable from employees and a director .................... 77,424 _ 
$8,400,319 $ 291,689 
Note 3 


With the exception of capital gains resulting from the sales of marketable securities and for which a 
provision for income taxes of $30,000 has been provided for in the books, the earnings for the year of 
Sullivan Mining Group Ltd. and each of the subsidiaries are not taxable because the compnay claimed for 
tax purposes depreciation and outside exploration expenditures and deferred mine development in excess of 
the amount charged against earnings. Furthermore, the company and its subsidiaries had as at August 31, 
1972, undepreciated capital cost of $9,625,000 and unamortized outside exploration expenditures and deferred 
mine development of $13,620,000 available for write off against possible taxable profits. 


Note 4 — Pending Legal Procedures 


-a) No provision has been made in the financial statements for additional taxes on capital from the Minister 
of Revenue of Québec for the fiscal periods 1965-1968 which are being contested by the company. A 
$100,000 Province of Québec bond has been deposited as a guarantee for the above mentioned claims as 
well as those of a similar nature against the companies which are now part of Sullivan Mining Group Ltd. 


b) Legal proceedings have been instituted against the company whereby the plaintiffs are claiming 4/5 of 
the 340,000 escrowed shares of Sullipek Mines Inc. to be issued and allotted to Sullivan Mining Group 
Ltd. and alternatively failing delivery of the claimed shares, the plaintiffs have claimed the sum $1,000,000 
of damages against Sullivan Mining Group Ltd. This litigation has arisen from an option granted by the 
Company to Terra Nova Explorations Ltd. on certain claims situated in the Gaspe area of the Province 
of Québec. These proceedings have been contested and in the opinion of the company’s counsel they are 
ill-founded in fact and in law. 


Note 5 — D’Estrie Mining Company Ltd. 


Management of the company submitted an application to the Income Tax Departments for its tax exemption 
period to be effective as of March 1, 1972. 


Depreciation of fixed assets and amortization of pre-production and deferred mine development expenditures 
have been charged against earnings from March 1, 1972. 
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Note 6 — Weedon Mines Ltd. 


The thirty-six months’ tax exemption period started January 1, 1971. 


Note 7 — Nigadoo River Mines Limited 


The mining plant was shut down by a strike of the employees on November 21, 1971 and on January 4, 1972, 
management decided to suspend operations for an indefinite period. 


Depreciation on fixed assets has been charged in the accounts for the period of three months ended No- 
vember 30, 1971. 


Management decided that no further depreciation of fixed assets or amortization of pre-production expend- 
itures shall be effected after November 30, 1971. 


The thirty-six months’ tax exemption period ended on February 1, 1971. 


No income taxes were payable for the year ended August 31, 1972. 


Note 8 — Pre-Milling and Deferred Development Expenditures 


Sullivan Mining Group and its subsidiaries in production, have amortized pre-milling and deferred mine devel- 
opment expenditures at rates based on the total estimated ore reserves of the properties. 


The bases of amortization are subject to the economic recovery and sale of concentrates in sufficient quan- 
tity to fully amortize the deferred expenditures. 


Auditors’ Report 


To the Shareholders, 

Sullivan Mining Group Ltd. 

and East Sullivan Mines Limited 
Montreal, Que. 


We have examined the combined balance sheet of Sullivan Mining Group Ltd. and East Sullivan Mines 
Limited (No Personal Liability) as at August 31, 1972 and the combined statements of earnings, retained 
earnings and source and application of funds for the year ended on that date. 


These statements are prepared for the purpose of determining the interest of the outside shareholders, 
excluding that of Sullivan Mining Group Ltd. and of East Sullivan Mines Limited and are based on the verified 
financial statements as at August 31, 1972 of Sullivan Mining Group Ltd. consolidated with certain of its 
subsidiaries (note 1) and of East Sullivan Mines Limited. 


In our opinion, these financial statements when read with the eight (8) notes relating thereto, present 
fairly the interest of the outside shareholders of Sullivan Mining Group Ltd. and East Sullivan Mines Limited 
as at August 31, 1972. 


MAHEU, NOEL, ANDERSON, VALIQUETTE & ASSOCIES 
Chartered Accountants 
October 5, 1972 


Financial Statements 
as at August 31, 1972 


Sullivan Mining Group 
Ltd. and its Subsidiaries 


and 


East Sullivan Mines 
Limited 
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Sullivan Mining Group Ltd. 


and its subsidiaries 
(Incorporated under the Quebec Companies’ Act) 


ASSETS 


CURRENT ASSETS 
Cash: and” term: deposits. : . .e4-ncrate ce tree ere oe ee eae tere 


Marketable securities at cost (Market value 
1972 - $1,152,198) — (1971 - $1,991,316) — (Note 4) .................... 
Accounts receivable — unconsolidated subsidiaries ..................... 
= OUNEKS 2: Be co eae ee eee ee ao ee 
==; ParentiCOMDANY cows eis nose eae eee eee 
Accrued interest@ receivable: s.sc-e accor cere che ie on od eo eee ie 
Concentrates valued at estimated net return under firm sales contracts, 
less. advances: thereon Soe ee open cece ee ee 
Mining, milling and refinery supplies : 
Valued atvaverage: cost... seca ees crohns cane intra ei eee eee 
Valued at. possible amount: of realization: ..< 2... 2.c8nn «<1 ee aes 
Prepaid expenSes wim. eee site ecu sae or ee Los WIS, ta 
Recoverable income taxes and prepayments ................0 ccc ceeeeeee 


INVESTMENTS AT COST AND LOANS AND ADVANCES — (Annex 1) — 
(NOTE: 2) eather ee Soe lo ce reich cs OR eee ne ae eeee aTe 


FIXED ASSETS — (Notes 3, 5 and 7) 
Real @stateatucostaee eee c cree Pete career vente sha ot pare 


Land, buildings, plant and equipment at cost less accumulated depreciation 
(19723-57688! 602) ee ——mn (1 Oily e412) ee retreat te eer 


Mining properties, claims and concessions at cost ..................000. 


OTHER ASSETS AT COST, less amounts written off — (Notes 3, 5, 7 and 8) 
Deferred development and pre-production expenditures .................. 
Outside* exploration: expenditures 20 2a. senate ft ee 
Other: deferred; expenses... 2-5 suite Pcie eta eee ons ae cisco ere ee 


Approved on behalf of the Board of Directors : 


J. JACQUES BEAUCHEMIN 
ANDRE BEAUCHEMIN 


August 31, 
1972 


9 3,145,786 


1,154,130 
119,373 
54,985 


14,343 
4,508,291 


1,030,883 
HOTESOS 
61,188 
33,970 


10,314,858 


9,513,024 


GIST TAS: 


7,102,659 
351,055 


7,064,889 


14,799,218 
838,103 
5,332 


15,642,653 


$43,035,424 


The accompanying notes are part of the financial statements. 


August 31, 
1971 


94,495,704 


1,777,765 
62,236 
60,789 

8,483 
13,636 


2,392,397 


1,009,293 
195,761 
60,214 
59,942 
10,136,220 


8,305,309 


111,175 


7,894,825 
351,055 
_ 8,357,055 


14,414,028 
9925/92 
6,665 
15,413,485 
$42,212,069 


CONSOLIDATED BALANCE SHEET 


As at August 31, 1972 
(With corresponding figures as at August 31, 1971) 


STATEMENT 1 


August 31, August 31, 
LIABILITIES 1972 1971 
CURRENT LIABILITIES 
MCCOMNESE DAY GOO? — “OUIOTS «odes gon geree ainsi aioe orarerdiald «Li wice vigare nek a eu a $ 132,548 $ 405,178 
CA EEG TON Ge ee feet sc sgt 5, ae oe gra ae 69,384 89,099 
Loan payable to East Sullivan Mines Limited — (Parent Company) ....... ~— 440,000 
Provision for Quebec Mining duties and income taxes on capital gains .... 194,822 198,587 

396,754 1,132,864 

CAPITAL STOCK 
Authorized — 10,000,000 shares without par value 
Issued and fully paid — 8,400,000 shares .............. 2... cece eee ees 11,242,600 11,242,600 


GOMMCITCC SUIS seen sat On ate ene eas ane ee S eleaaine eae eke 4,677,177 4,677,177 


Hetained earnings: — ‘Statement 3 co ...cde dk ose bse eva we serela oda even 26,718,893 25,159,428 
SEAPEHODDENSOREOUITY cosine set i MR as xs, a ee ws 42,638,670 41,079,205 
$43,035,424 


$42,212,069 


AUDITORS’ REPORT 


To the Shareholders, 
Sullivan Mining Group Ltd., 
Montreal, Que. 


We have examined the consolidated balance sheet of Sullivan Mining Group Ltd. and its subsidiaries, 
Nigadoo River Mines Ltd., Weedon Mines Ltd. and D’Estrie Mining Co. Ltd. as at August 31, 1972 and the 
consolidated statements of earnings, retained earnings and source and application of funds for the year 
ended on that date and have obtained all the information and explanations we have required. Our exami- 
nation included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations given to us and as 
shown by the books of the Companies, the consolidated financial statements when read with the eight (8) 
accompanying notes, present fairly the consolidated financial position of the Companies as at August 31, 1972 
and the consolidated results of their operations and the source and application of funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. : ‘ 

MAHEU, NOEL, ANDERSON, VALIQUETTE & ASSOCIES 
Chartered Accountants 
October 5, 1972 


The accompanying notes are part of the financial statements. 
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CONSOLIDATED STATEMENT OF EARNINGS 


For the year ended August 31, 1972 
(With comparative figures as at August 31, 1971) 


REVENUE FROM: METAL) RECOVERIES — Productions. secs ae ee 
Less = Cost of Kealizationvandifreight s+. s...00scnee eee ee 


DEDUCT : 


OPERATING COSTS 


MINING) OPSratlOns: sq Sterns ce cyhcre i tice oe ecco ORNS ee eee nee ese eee peer eerr 
General administration expenses. sss 42. near ere ae eee 


Depreciation and amortization of deferred development and 
pre-production expenditures — (Notes 3, 5, 7 and 8) ................004. 


OPERATING: PROFIT cxne2 Seas ec tan ee ecto 5 eee ements ence eae 


OTHER EXPENSES 


Net expenses of closed and idle properties ................esceccesceees 
Outside exploration expenses written off .......... 0.0... cece cece ee eee 
Amortization of bond expenses of subsidiary ...................20ceeees 
Lossionadisposal of fixeadrassets: . cciccc bes seer ie eee ce 
Interest: expense.— parent company: ...:.22..0.9.7 2 een te ee eee 

== affillated: COMPANY’ <micon wee eee ee ee 


OTHER INCOME 


Interest from unconsolidated “subsidiaries>. 22..60. 20. dos en eee eee 
Dividend ‘from *parentscompany cats. =e ee ee ee ee ee eee 
Other dividends-andsinteresteas ane eee eee 
Profit ‘on. sales<of: investmentSisrs.. cece: aoe oe ts ee eee 


EARNINGS before mining duties and taxes ........05......5sscee.+-00ees 
Provision for income taxes on capital gains — (1971 Mining duties) ...... 


ADD : 


Minority interest’s share of loss of Nigadoo River Mines Limited for the year 


NET EARNINGS FOR THE YEAR, carried to Retained Earnings, 
ESTEZLA=) t=) | Les Rear ere e N  E 'a  ayn & o cle Oto Ne 


August 31, 


1972 


$12,570,869 


4,595,741 
7,975,128 


4,707,723 
265,394 


_1,782,170 
6,755,287 


1,219,841 


252,638 
373,340 
1,333 
41,888 
23,910 


693,109 
526,732 


422,685 


264,401 
399,020 


1,086,106 


1,612,838 
30,000 
1,582,838 


20,901 


$ 1,603,739 


The accompanying notes are part of the financial statements. 


STATEMENT 2 


August 31, 
1971 


$17,333,210 
6,868,192 
10,465,018 


5,855,691 
324,420 


2,092,288 
8,732,399 


1,732,619 


107,681 
321,488 
1,333 
31,823 
38,931 
4,255 
505,511 
1,227,108 


312,257 
457,240 
277,358 
332,734 
1,379,589 


2,606,697 
45,000 
2,961,697 


60,410 


$ 2,622,107 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 


BALANCE TAT BEGINNING: OF YEAR) x camita at ce tare ee ole aes bel pee o's 
ADD : 

Net consolidated earnings for the year as per Statement 2 .............. 
DEDUCT : 
Dividends paid 


DCN CHNC In CNCUE CMC ia ta Cec TT Si EMCI IC Yu aC CIRC SEC RNC WCC Tm IC Cy ACW Set CnC eC INC nC mC Pet et Cee arr a Yar Sat Tar cee 


Excess of cost over value of shares of consolidated subsidiary acquired 
during the year: 


Nigadoo River Mines Limited 
Minority portion of net loss 
Adjustments of prior years’ income taxes 


BALANCE AT END OF YEAR 


August 31, 
1972 


$25,159,428 


1,603,739 


26,763,167 


20,901 
23,373 
44,274 


STATEMENT 


August 31, 
1971 


$24,778,953 


2,622,107 
27,401,060 


2,100,000 


2,366 
15,566 
123,700 
2,241,632 
$25,159,428 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 


WORKING: CAPITAL AT. BEGINNING OF YEAR: accuses occ ec cae ncaweas as os 
SOURCE OF FUNDS 
Net Profit for the year 


Add: items not requiring any outlay of cash: 
Depreciation and amortization — (Notes 3, 5, 7 and 8) 
Amortization of deferred expenses 
Outside exploration written-off 

Reimbursements of mortgages 

Disposals of fixed assets (net of additions) 


O11 6)16 8 (#)@| [e 18) 10; (6) 10) 0) (0) 6 (6s © 6) (e)'s -e' (0) @. @ ee) @ (ale =) 66 


APPLICATION OF FUNDS 
Additions to fixed assets (net of proceeds) 
Minority interest’s share of the loss of a consolidated subsidiary 


Investments acquired : 
Loans and advances to subsidiaries not consolidated and affiliate 
Purchases of shares and debentures in subsidiaries and others 
Outside exploration expenses 
Pre-production expenses — (Notes 3, 5, 7 and 8) 
Prior years’ income tax adjustments 
Payments of dividends 


mil elike) “#: (0) Je o\oi/0. airs iis) 16:6) 81-0) 01 ¢/ (0 1'ae)e: (one ieises Shel S) (0, (0) e].e) (6: (eh re) een aloe 


Increase in working capital, (decrease in 1971) 


aie! eke 0. fe! gi velie) e}.01141 19 L@, vate” elle wl fe tel.el sie 


WORKING CAPITAL AT END OF YEAR 


The accompanying notes are part of the financial statements. 


August 31, 
1972 


$ 9,003,356 


1,603,739 


1,782,170 
1,333 
373,340 
4,030 
418,994 
4,183,606 


20,901 


1,184,491 
27,254 
218,651 
1,794,188 
23,373 


3,268,858 


914,748 


$ 9,918,104 


STATEMENT 


August 31, 
1971 


$12,208,983 


2,622,107 


2,092,288 
15333 
321,488 
6,734 


5,903,950 


294,476 
60,410 


1,389,048 
212,871 
292,388 

4,236,684 
123,700 

2,100,000 

8,709,577 

(3,205,627) 


& 
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SUBSIDIARY COMPANIES NOT CONSOLIDATED 


As at August 31, 1972 


ANNEX 1 
Courvan 
Brompton Brunswick Chester Mining Eastern Federal Millstream 
Mines Tin Mines Mines Company _ Explorers Metals Mines 
Limited Limited Limited Limited Corporation Corporation Ltd. 
% Of Interest... ce aan eee een 80% 78% 100% 56.09 %o 73.33% 70.74% 50% 
Current assets -) ee en $ 32 $ 20,387 $ 704 $ 28,757 $ 48 $ 47,331 $ 4,164 
Investments: aticost -nmenaes. 6 — —_— —_ 411,624 — 26,716 _— 
Buildings and equipment ......... —- 291,245 13,500 — — — _— 
Deferred expenditures ............ 24,378 3,729,881 1,872,206 505,181 7,157 838,479 162,006 
Mining properties, licenses, rights, 
claims and concessions (see note 
TPE UDCLOW Css a era saree Sharad S 114,500 79,000 75,000 268,142 300,000 1,000,000 37,500 
$ 138,910 $4,120,513 $1,961,410 $1,213,704 $ 307,205 $1,912,526 $ 203,670 
Current Liabilities : 
Affiliated company ............. $ — $ 36,718 $ — $ — $ — $ —- $ — 
RakentecOmpalyaesee terrence — 81,402 — —_ 35359 — _ 
OUMGrS Sao ticrenas secteur: — 25,389 — — — — — 
Loans payable to parent company .. 6,750 3,560,000 — — 3,840 — — 
Expenses to be reimbursed by the 
issue of shares of the company ... 19,653 — 1,788,003 — 118,155 16,165 
Capital stock — net discount ..... 112,507 417,004 173,407 1,502,585 300,006 1,794,371 75,005 
Deficht 4...niauintae ce aenr ese aera — — —— (288,881) — — _— 
Capital Surplus 4 semace nase ees — — — — — 112,500 
$ 138,910 $4,120,513 $1,961,410 $1,213,704 $ 307,205 $1,912,526 $ 203,670 


NOTE A—The amounts at which these items are recorded do not purport to represent their present or future value. 


B—The total cost of the holdings and the loans and advances in the above unconsolidated subsidiaries is 


$7,719,505 (note 2). 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


As at August 31, 1972 


Note 1 


The consolidated financial statements include the accounts of Sullivan Mining Group Ltd. and those of the following 
subsidiaries : Nigadoo River Mines Limited (96.11%), Weedon Mines Ltd. (100%) and d’Estrie Mining Company Ltd. 
(100%). The other subsidiaries are excluded in the consolidated balance sheet because they are at the exploration stage. 


Note 2 


a) The company owns 1,828,968 shares of the parent company East Sullivan Mines Limited, representing 39.1% of the 
outstanding capital stock. This investment is carried at cost and the income of the parent is included in the ac- 
counts only to the extent of dividends received. The parent owns 55.6% of the outstanding capital stock of the 


company. 


b) INVESTMENTS AT COST AND LOANS AND ADVANCES Market 


Cost Value 
East Sullivan Mines Limited — parent company ....................00 cece eeee $ 1,112,705 $ 4,572,420 
Subsidiaries not consolidated : (Annex 1) 
Counvana Vil mi CeOOniDanVaLiNMlted emacs 0s Sec < wae avian wd Sa Siebert ogame oats 464,664 291,689 
BR CTEG ARGS en i eae PI OE pA er cali cha letetsceie Si lw Sin COUALG DM ee ee es 1,738,917 _ 
MOONS EAC ACV ONCES far cre WA Peeee las Pecks Saks att nal chee es ees dhs nae oe eles 2K SSS Madea __ 5,515,925 — 
7,719,506 291,689 
Affiliated company : 
Se OCS Me Reg een eet weet Ns She yaar Sawa, ablesn’ a feats nal ate fa Soraya Visnelederernd 29,716 — 
POUMSBANIGNAG VANCES een r en WAY ose, Pn Nes be Sbeg Ss atin edo arw Ps bad macau ecianalts 17,534 — 
Other securities : 
STEVES” cages hank eR. B cic Og yee 8 On Cad a ee 413,579 — 
BiSteMontdade jCOMesDONdSe mes tiie Sant oa wit «nse scene bw snd ean ee 142,560 — 
Mortgages receivable from employees and a director ..................2...05. 77,424 — 
680,813 = 
$ 9,513,024 $ 4,864,109 
Note 3 


With the exception of capital gains resulting from the sales of marketable securities and for which a provision of 
$30,000 for income taxes has been provided for in the books, the earnings for the year of Sullivan Mining Group Ltd. 
and of each of its subsidiaries are not taxable because the company claimed for tax purposes depreciation and outside 
exploration expenditures and deferred mine development in excess of the amount charged against earnings. 


Furthermore, the company and its subsidiaries had as at August 31, 1972, undepreciated capital cost of $9,625,000 and 
unamortized outside exploration expenditures and deferred mine development of $13,620,000 available for write off 
against possible future taxable profits. 


Note 4 — Pending Legal Procedures 


a) No provision has been made in the financial statements for additional taxes on capital from the Minister of Revenue 
of Quebec for the fiscal periods 1965-1968 which are being contested by the company. A $100,000 Province of 
Quebec bond has been deposited as a guarantee for the above mentioned claims as well as those of a similar 
nature against the companies which are now part of Sullivan Mining Group Ltd. 


b) Legal proceedings have been instituted against the company whereby the plaintiffs are claiming 4/5 of the 340,000 
escrowed shares of Sullipek Mines Inc. to be issued and allotted to Sullivan Mining Group Ltd. and alternatively 
failing delivery of the claimed shares, the plaintiffs have claimed the sum of $1,000,000 of damages against Sul- 
livan Mining Group Ltd. This litigation has arisen from an option granted by the Company to Terra Nova Explo- 
rations Ltd. on certain claims situated in the Gaspe area of the Province of Quebec. These proceedings have been 
contested and in the opinion of the company’s counsel they are ill-founded in fact and in law. 


Note 5 — D’Estrie Mining Company Ltd. 
Management of the company submitted an application to the Income Tax Departments for its tax exemption period 
to be effective as of March 1, 1972. 


Depreciation of fixed assets and amortization of pre-production and deferred mine development expenditures have been 
charged against earnings from March 1, 1972. 


Note 6 — Weedon Mines Ltd. 
The thirty-six months’ tax exemption period started January 1, 1971. 


Note 7 — Nigadoo River Mines Limited 


The mining plant was shut down by a strike of the employees on November 21, 1971 and on January 4, 1972, manage- 
ment decided to suspend operations for an indefinite period. 


Depreciation on fixed assets has been charged in the accounts for the period of three months ended November 30, 1971. 


Management decided that no further depreciation of fixed assets or amortization of pre-production expenditures shall 
be effected after November 30, 1971. 


The thirty-six months’ tax exemption period ended on February 1, 1971. 
No income taxes were payable for the period of September 1, 1971 to August 31, 1972. 


Note 8 — Pre-Milling and Deferred Development Expenditures 


Sullivan Mining Group Ltd. and its subsidiaries in production, have amortized pre-milling and deferred mine development 
expenditures at rates based on the total estimated ore reserves of the properties. 


The bases of amortization is subject to the economic recovery and sale of concentrates in sufficient quantity to fully 
amortize the deferred expenditures. 
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East Sullivan Mines Limited 
(No Personal Liability) 
(Incorporated under the Quebec Mining Companies’ Act) 


BALANCE SHEET as at August 31, 1972 
(With corresponding figures as at August 31, 1971) 


ASSETS 


CURRENT ASSETS 


Cash-and Term Deposits 20.5... cs .cion sche oo scenes Wiel ieee ee eee ore tea aaa 
Loan receivable from subsidiary company «..<5..0..00---4-0. 00s oeeee ak 
Accrued#interest: 8% . fess os cs esos noe ne are ee ee 
Récoveéerables inGOMme aX 0.5 aus ax aes Haters So ee ree cetera ees eee 


INVESTMENT IN SUBSIDIARY COMPANY AT COST — (Note 1) 


4,675,000 shares Sullivan Mining Group Ltd. 
(market value, 1972 — $11,921,250 
197 1:—-$13,7915250) “25 ees eo eee eee 


MINING®: CLAIMS yee. a Sc0cs: sear eos sc one bw ieces ty oso a ato deteto 3 fe ete Rien er Rebel cote meat 


LIABILITIES 


CURRENT LIABILITIES 


Accounts payable 5545 wes ca dors os See eI ee ei eas 


CAPITAL STOCK 


Authorized, issued and fully paid 
4.675,000 ‘sharés--withouti par iwwalue . 099.2 .cncel sere eee terete eee 


CONTRIBUTED SURPLUS — Premium on shares issued .................. 
RETAINED  EARNINGS#—Statements3i seen eee eran 


SHAREHOLDERS’ EQUITY ©0223 1o euch ateecte nates coche oon sie ale seer 


Approved on behalf of the Board of Directors : 


J. JACQUES BEAUCHEMIN 
LUCIEN C. BELIVEAU 


August 31, 


1972 


$ 462,567 


1,666 
269 


464,502 


13,143,279 


200 


$13,607,981 


4,250,000 
700,503 


8,657,478 
13,607,981 
$13,607,981 


The accompanying notes are part of the financial statements. 


STATEMENT 1 


August 31, 
1971 


$ 33,830 
440,000 

233 

500 


474,563 


13,143,279 


200 
$13,618,042 


$ 8,482 


4,250,000 
700,503 
8,659,057 


13,609,560 
$13,618,042 


STATEMENT OF EARNINGS 


For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 


August 31, 
1972 
INCOME 
Dividends received from subsidiary company ....................0000005 $ — 
MItereSt!—-1 SUDSIGl Aly s COMPANY 9 seers cad eels ae wie ee vas io PeeWee ds 23,910 
eMOLMOLG TERT aetee asthe cre ee re ee nee oe w bed Giana ee diay Sark be 11,548 
35,458 
35,458 
DEDUCT 
AGIMMIS AION -EXDENSES -—— NCL cen .eds dc aulats eu woa.c ess obese oe heas eae s 36,589 
NET LOSS carried to retained earnings 
(Statement co), Mel OarminGs-M). 19141 ..t sheets ce Acres nee ee ce eres eens $ (1,131) 
STATEMENT OF RETAINED EARNINGS 
For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 
August 31, 
1972 
BACANGESATADEGINNINGCFOP VEAR geo nto rece aces aos oe $ 8,659,057 
ADD 
Net loss for the year as per Statement 2 — net earning in 1971 ......... Grist) 
8,657,926 
DEDUCT 
INCOME AXeS eA CIUSLMENCSy vee sas cca mee eiens ost Inte ee tle eats eed alas 448 
DIVidNdS a DAI Acts o rai tin fk crtka ey se guill WC Mpa eee nC eato mes ete os oe ke — 
BAEANGEVAICEND® OF YEAR y.2020 oo ones tee eee reas ace se alas $ 8,657,478 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the year ended August 31, 1972 
(With corresponding figures as at August 31, 1971) 


August 31, 
1972 

WORKING: CAPITAL AT BEGINNING (OF YEARS x22. uc. 658 Soe ee oe eee tas $ 466,081 
SOURCE OF FUNDS 
Net loss: for the: year, net-earnings in) 1971.29.20. ve anee. cs nesgec see es (1,131) 
APPLICATION OF FUNDS 
Mic Grie ml axOS SACIUGtMONts tars rami. aie oleae cw ee ane, 8 apahaites allere ahebauel ors 448 
Divipenmas Sag eee te tee la ena cnr dois tedece ens oe aih ainreis phelmtes Soninte mys a 
Decrease in working capital, increase in 1971 ..............cee cece eens (1,579) 
WORKING GAPITALZAT, END SOF sYEARE SC sen sc cates ess slaw site tae oe wes $ 464,502 


The accompanying notes are part of the financial statements. 


STATEMENT 2 


August 31, 
1971 


$ 1,168,747 
38,930 
___1,776 
40,706 
1,209,453 


25,400 


1,184,053 


STATEMENT 3 


August 31, 
1971 


$ 8,643,754 


1,184,053 
9,827,807 


1,168,750 


STATEMENT 4 


August 31, 
1971 


$ 450,778 


1,184,053 


1,168,750 
15,303 


$ 466,081 
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Notes to Financial Statements 
As at August 31, 1972 


Note 1 


The accounts of the subsidiary Sullivan Mining Group Ltd., have not been consolidated because of the sub- 
stantial minority interest. It is the opinion of management that a more meaningful appraisal of its financial 
condition may be obtained from the attached financial statements together with the supplemental information 
contained in Note 2 and in the consolidated financial statements of Sullivan Mining Group Ltd. and combined_ 
financial statements of East Sullivan Mines Limited and Sullivan Mining Group Ltd. These latter statements 
are included in the 1972 annual report to the shareholders. 


Note 2 


The company owns 4,675,000 shares of its subsidiary, Sullivan Mining Group Ltd., representing 55.6% of 
the outstanding capital stock. This investment is carried at cost and the income of the subsidiary is included 
in the accounts only to the extent of dividends received. The subsidiary owns 39.1% of the outstanding 
capital stock of the company. 


Note 3 — Contingent Liability 


No provision has been made in the financial statements for assessments for additional taxes on capital 
from the Minister of Revenue of Quebec for the fiscal periods 1965-1968 amounting to $20,423 which are 
being contested by the Company. 


Auditors’ Report 


To the Shareholders, 

East Sullivan Mines Limited, 
(No Personal Liability) 
Montreal, P. Que. 


We have examined the balance sheet of East Sullivan Mines Limited (No Personal Liability) as at 
August 31, 1972 and the statements of earnings, retained earnings and of source and application of funds 
for the year ended on that date and have obtained all the information and explanations we have required. Our 
examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations given to us and as 
shown by the books of the company, these financial statements, when read with the three (3) notes related 
thereto, present fairly the financial position of the company as at August 31, 1972 and the results of its 
Operations and the source and application of funds for the year ended on that date, in accordance with gene- 
rally accepted accounting principles applied on a basis consistent with that of the preceding year. 


MAHEU, NOEL, ANDERSON, VALIQUETTE & ASSOCIES 
Chartered Accountants 
October 2, 1972 


